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3 .  A R M I S  RESULTS PKOVIDC A VA1,IU DEMONSTRATION O F  SPECIAL ACCESS 
RA’I’I:S OF RETURN THA-r AKE EXCESSIVE BY A N Y  REASONABLE S T A N D A R D  

A R M I S  data provides a conservurive estimate of RBOC rates of r e t u r n  on Special Access 
Scrvices, and  conf i r ins that  thcse are clearly excessive by any reasonahle standard. 

62. t a c h  or the Kt3OCs has tLiken exception to AT&T’s use o f  A R M I S  data to demonstrate 

that the R R O C s  have for several years bccn earning excessive rates ofreturn on special access 

wrviccs, and thnl thesc rates of return arc increasing at the same time as the RBOCs obtain 

grcater Lind greater pricing Hcsibili ly. The Rt3OCs’ general and specific criticisms o f  such 

AKMIS-bast.tl conclusioiis arc wflithout inerit. 

03 .  ARMIS  is simply not thc regulatory white elephant that the KBOCs make it out to be. 

Although ARMIS has been scaled hack since the onset o fpr ice cap regulalion, the Commission 

has repeatedly resisted eliminating Ihe corc reporting requirements o f  the A R M I S  system. The 

Wirelinc Competition Burcau‘s Industry Analysis Division states in  “ARMIS Frequently Asked 

Oucsiicins‘. that rhe data i s  used to support the Commission’s analysis o f  broad policy issues, 

including the ‘‘l:iiiancial Conditions of  Ihc Industry (How Carriers are Doing and How Our 

Rcgulalory Programs ;ire Working)“ and “Consolidations and Mergers (Measure Changes in 

Productivity. Profitability, Service Quality),“ as well as numerous areas of focused study, 

including “Ratc development.“ “Depreciation,” Tost ,”  “Financial Analyses,” “Kale o f  Return,“ 

“Trend Analysis,” and “Ideiitilication o f  Audit Topic/Subjects.””” 

64. hloreover, even as ARMlS has been revised, the FCC has made it clear that the 

reporting requircments suppon the Commission’s ability to monitor the effectiveness o f  i t s  

regulatory policies. The Commission has repeatedly signaled that price regulation does not 

I IO. ARMIS FAO. cmbedded t i le  at  littp:i/\~ww.fcc.gov/wcb/armisi (accessed 1/22/03). 
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make i ts  cost accounting rules, as reported under ARMIS, obsolete.”’ The Commission has 

appropriatcly resisted the RB0Cs’  persistcnl attempts to make ARMlS a tool ofdercgulation 

rathcr than a regulatory tool that gets updated to reflect changes in regulatory requirements made 

in rcsponsc to such competition as has been shown to exist.”’ 

65. Each o f l h e  RBOCs advances thepossibiliry that the specific allocation ofcosts and 

rcvenues to individual service categories, as reflected in ARMIS, could result i n  the understate- 

inenl ofspceial access costs (or the overstatemcnt o f  revenues), and hence in an overstatement of 

W ~ K S  ofrcturn on special access scrvices. However, the RROCs offer very  few specific 

examples to support this claim, and the several that they do provide cannot begin to account for 

the very significant excess earnings levels that AT&T has calculated based upon the ARMIS 

d;ita.”’ Where the RBOCs’ claims have been articulated in  sufficient detail to permit it, 1 have 

examined these specific criticisms and have determined that they are either (a) erroneous, (b) 

irrelevant to special access, (c) have an insignificant financial impact upon the special access 

I I I. Comprehensive Review of Accounting Requirements and ARMIS Reporting 
Requiremcnts for Incumbent Local Exchange Carriers: Phase I, CC Dockel 99-253, releascd 
March 8, 2000, at para. 48: “The Commission continues to require aecounling and financial data 
ahoul these carriers to make infonned regulatory judgmenls on numerous policy and ratemaking 
issues. Furthermore, undcr the current regulatory price cap scheme, carriers have the ability to 
seek full recovery o f  regulated costs through low-end adjuslments, as well as taking claims. 
‘Thus, our continued monitoring of the reasonableness of these costs is necessary.” See also, 
2000 Biennial Regulatory Review - Comprehensive Review of the Accounting Requirements 
and ARMIS Reporting Requirements for Incumbent Local Exchange Carriers, Phase 2, CC 
Docket 99-253, FCC 00-199, released November I, 2001, at  paras. 10-12. 

I 12. See, e .g . ,  2000 Biennial Regulatory Review ofAccount ing and A R M l S  Requirements, 
supra, at para. 6: “In adopting these rule changes, we have attempted to steer a course that 
avoids both deregulation simply for i ts  own sake and the countervailing temptation to retain rules 
lhat may no longer he necessary.” 

113. As a11 aside, i t  should be noted that the RBOCs are hardly passive recipients o f the  
Commission‘s cost allocation rules. Over the years, RBOC input has worked to shape cost 
accounting and other reporting requirements in ways that, if anything, work to support, and not 
frustrate, RROC strategic goals. 
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rates of  return as calculated by A'I'&T. and/or (d) offset by other allocation adjustincnts that cut 

in the opposite d i r r c t i on  

66. DSL COSI.S r ind revenues. Kahni laylor,  IlellSouth and Qwest note that most carricrs 

include DSL revenucs in ARMlS-reported special access revenues, while special access accounts 

are lypical ly assigned only a fraction o f  the costs."4 Qwest indicates that: 

the rules assign rcvenues associated with Digital Subscriber Line ("DSL") 
services and interstate packel switching services to the special access element, 
but assign a significant portion of the associated interstate costs to other 
elements. Taken together, these issucs significantly inflatc the rate-of-return 
numbers upon which AT&T  placcs so much reliance."' 

'I'he actual impact, howcver, o f  this DSL rcvcnue upon special acccss rates o f  return is 

demonstrably minor. First, SHC h e , p  no[ include LXL revenues in its special access service 

catcgory."' As for !he other RROCs, the Table below cxcludrs DSL revenues based upon 

Kahnil'aylw estimates. and recnlculales special access r a t a  ol'return wi th  DSL revenues 

removed. 

113. Kahn/Taylor Decl.. a t  14-15: BellSouth Comments at 6: Qwe5t Comments a t  4-5 

I 15. Qwcst Conimcnts, .it 1 

116. Kahn/Ta) lor l lccl., a t  tn. 28. 
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Revenue 
Attributable to DSL 
Rate of Return 
without DSL 

Table 12 

Estimated Interstate Special Access Costs and Revenues 
By RBOC (Including GTE) 

Using KahnITaylor DSL Revenue Assumpttons 
$ in Thousands 

BellSouth1 Qwest I SBC 1 Verizon l S u m  RBOC 
2001 I 2001 I 2001 I 2001 I 2001 

$264,000 $39,689 $0 $106,311 $410.00( 

31.95% 43.14% 54.60% 19.88% 34.08% 
Source: ARMIS Table43-01. Accounts 1090, 1190, 1910, 1915. Revenue figures 
are based on KahnlTaylor assertion that total DSL revenues in 2001 for BellSouth. 
Verizon and Qwest were $410 million (Kahn/Taylor. at 15). BellSouth DSL revenue 
figures from the BellSouth 2001 Annual Report, Verizon and Qwest figures are 
estimates based on proportion of each company's DSL subscribers and residual 
revenues from the Kahn/Taylor revenue figure after removal of BellSouth revenues 
As noted by KahnlTaylor. SBC DSL revenues are not included in special access 
ARMIS data, and therefore have not been removed. 

67. Removing al l  DSI. revenues for all  RROCs claiming to book those rcvenurs to special 

access accounts reduces the special access rates of return by about 3.3%. Total RBOC return on 

s.pccid acccss services, per ARMIS, would dccrcase fiom 37.44% l o  34.08% i/DSL revenues 

~ i w r c m o i ~ e d  but without any other adjustments. This estimate, however, i s  l ikely to be highly 

conscrvalive (i.e., to understate the residual special access rates o f  return) since, as explained 

below, i t  is also l ikely that 31 least some, perhaps even most, DSL investment and associated 

rxpenses are ~ K J  included in  special access accounts. Indeed. BellSouth has specitically noted 

that  ir assigns DSLAM circuit investmcnt to special access, confirming the conservative nature 
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o t ih i5  cstiinalc."' lnnsinuch 3s Kahn/l'aylor's DSL. revenue figure of $41O-miIIion is 

unsupported and rercrs only to 2001 rcvcnues, I have prepared an additional estimate of special 

~ C C C S C  riltcs u f rc turn  wilhout DSL rcvenucs. using verifiable sources. Table 12 below contains 

rille o f  return ciilculations employing altcriiate cstimatcd DSL revenues. 

117. RcllSoutli Comments. a t  fn. 6. 
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Attributable to DSL 
Rate of Return 
without DSL 

Table 13 

Estimated Interstate Special Access Costs and Revenues 
By RBOC (Including GTE) 

$51,600 $183.456 $88,193 $159,197 $0 $0 $143,280 $377,622 $283,073 $720.275 

32.65% 37.23% 30.88% 34.65% 43.20% 54.60% 12.74% 15 17% 25.68% 31.55% 

IRevenue I I I I I 
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68. l l s ing this alternative ;inalyLis, the spccial access rate of return drops by slightly less 

thnn 6% for 2001 (and less than 3% for2000). Neverthcless, the RBOCs still enjoyed ratcs of 

rcturn on special access services above 30% which, hy m y  convenrional standard-  and 

cspecially during the current economic do\+nturn ~~ i s  indicative o f  supracompetitive earnings 

arising through the KBOCs’ cxercisc o f  market powcr. While BellSouth, Qwcst and Kahn/ 

Taylor may attcmpl to muddy thc water by raising the “[XI, issue,” even the “worst case 

scenario”- whcre a l l  DSL rcvenues are included and all DSL costs are excluded - cannot 

“explain” the persistently exccssive rates of  return that prevail wi th respect to special access 

69. Significantly, whilc the KIIOC‘s may chin7 that LXL investments and expenses are not 

being allocated to special access, recent investment trends tend to suggest otherwise. As the 

following table confirms, bclween I996 and 2001, RBOC (including GTE) special access invest- 

ments grew from SS.7-billion to mnre than $12.2-billion. By comparison, most other categories 

of KBOC interstate investment rcmained largcly unchangcd over the corresponding time frame, 

and intrastate investments actually cfccrrrrsril by nearly $IO-bill ion. Given the rapid growth of 

DSL and the high capital cost\ that have been ascribed to i t s  dcployinent, it i s  difficult to 

imagine any other exphnation lor the more than doubling ofspecial access investment while a l l  

othcr categories remained esscnlially the same or even decreased, if DSL i s  nul included within 

I IS. In several other proceedings before the Commission, the RBOCs have sought to portray 
the market for DSL as so highly competitive as to justi fy regulatory forbearance, if not outright 
deregulation. See, e.g. ,SBC Pe/ilionfor Expdi /ed Ruling /hat i /  i , ~  Non-Dorninanf in ils 
J‘rclvision of Arlvanced Servict~.v undfiir Forheurunce from Dominunr Carrier Regulation of 
Those Service.u, CC Docket N o .  01-337, SUC Petition, October 3, 2001. Their experts have 
suggcstcd that the highly competitive nature o f  the .‘high-speed Internet access market,” wherein 
D S L  competes with cable mudem scrvices, has placed the KBOCs in a non-dominant position 
and, i n  ract, has not even permitted them to recover the costs o f  providing ADSL services, which 
are put as high as $86 per month. See, Declaration ofRobert W. Crandall and J. Gregory Sidak, 
filed as Attachment A i n  the above petition, a l  51. I t  would seem that, in the various 
“broadband” proceedings, DSL is actually being provided at a loss, whereas in  the instant docket 
D S I .  is portrayed as being so enormously profitable that i t  is pushing up special access returns to 
supracompetitive Icvels. At the very least, these D S L  stories du jour demand careful scrutiny. 

0 
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those special acccss investments. And, orcourse, if DSL cw ts  ore being included in  the ARMIS 

data for y x c i a l  access. then i t  i s  certainly appropriate to also include corresponding DSI, 

rrvenues, as had been done in  the Friedlander declaration t i led wi th  AT&T‘s Petition.”’ 

Accordingly. the figures provided by AT&T for special access rates o f  return - which in some 

c;i’;cs cxceeded 50%- have in no scnse been impeached by the RBOC experts. 

70. il.li.srnir/c~h hehoeen t r l l i m ~ / i i ~ n  ofrxpen.tes and revenues,for marketing. Verizon claims 

that “marketing expenses are allocated across a l l  access categories, but that the associated 

revenues are rccovered from coininon linc and special access.”12” This claim is unrounded. Prior 

to price cap regulation, marketing cxpcnscs wcrc allocated to and recovered from al l  interstate 

services i l l  proportion to thc invcstmcnts assigned by the Part 69 cost allocation rules. The 

Commission’s May  1997 Acc.e.s.s K</br?n Order rctaincd the assignment o f  marketing costs to 

special acccss and interexchange services that are marketed to retail customers, but removed 

marketing rrom switched access elements (by reducing the price cap indices for the common 

line. traffic sensitive, and trunking baskets) sold exclusively on a wholesale basis.I2’ Neither this 

change, nor any subsequent Commission action, has diminished the lcvcl of marketing expenses 

rccovcred from special access rates.'" 

I 19. Declaralion of  Stephen Friedlander on Behalf o f  AT&T Corp., RM 10593, October 15, 
2002. 

120. Ver imn Comments, at 22. 

I2 I. Access (’harge Rcyorrn, First Report and Order: FCC 97- 158, released May 16, 1997, 
para. 323. 

122. As another example o f  a category-specific ARMIS  cost-revenue mismatch, Venzon 
inenlions that “amounts collected for universal service recovery are booked as common line 
revenues, while amounts due to USAC [Universal Service Administrative Corporation] are 
recorded in the interexchange category.” Verizon Comments at 22, fn. 50. However, neither 
the costs nor the revenues in question have any impact upon special access and, thus, Verizon’s 
example is completely irrelevant to the matter at hand. 
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123. Q w a t  Comments, a t  12 

71. fcrcker .uivilching CO.F/S no/ in .vpeciul NCCE.%.S.  Qwest claims that packet switching costs 

incurrcd to provide certain spccial access services (Frame Relay, A T M )  are assigned to the 

gcneral switching category, iind not to special ~ccess.I" tlowever, Qwest does not quantify the 

m o u n t  o f  costs that i t  claims are inisallocated. Morcover, Qwest neither claims nor  makes any 

cfthrt to establish in i t s  comments that revenues associated with the switching functions used to 

provide frame relay and A T M  services are not also being reflected i n  one o f  the several different 

switching revenue accounts idcntiticd i n  Part 32. Put simply, Qwest has failed to demonstrate 

any mismatch, inasmuch as i t  has focused solely upon the assignment of cosf.s and not addressed 

tlic trcatmciit o f the corrcspoiiding revenues. 'The Commission thus has no basis to evaluate the 

validity or import;inc& ofcrit icisins such as this one, when the RBOCs, which have by Tar the 

best access to the underlying inlormation, present only their contentions but wi th no facts or 

specifics to hack them up. 
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72. ,Scconc/trry und rerrrtrry expeme.:: Finally, Qwest complains that because carriers are 

required to assign secondary and tertiary cxpcnses in proportion to the primary investments 

assigned to a category, any potential underallocation o f  primary investments to special access 

\vould be exacerbated. I Iowcvcr, this is merely another theoretical argument. As  discussed 

above, the RB0C's have simply not established that primary investments arc not being properly 

cishigned to the special access category. Moreover, the magnitude of these secondary and tertiary 

cxpenses is simply not large enough to offset IO any significant extent the RBOCs' substantial 

overeaming for the spccial access services. 

73. I t  is also worth recalling that ARMIS  costs are ernheddedcosts, which are generally 

higher than !'Lorward-looking iiicreineiital costs (i.e., TELKIC). If forward-looking costs of 

. 
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yxci ; i l  access wcre substituted for thc cnibcdded costs from ARMIS, the resulting rates ofretum 

on forward-looking investment levcls would be even higher. 

74. In f k t ,  while the RROCs' service examples fa i l  to show that A R M I S  underallocates 

costs to spccial access services (or overstates the appropriate revenues), historical experience and 

costing trends actually support precisely thc opposite conclusion. The RBOCs have a poor track 

record for maintaining accurate records o l t h e i r  network investments, particularly as to the 

removal o f  plant no longer in service. The Commission's I999 audit reports o f  RBOCs' 

continuing property records lound that these carriers could not account for approximately $5- 

bi l l ion in  central office equipment that remained on their books.'2d I f  similar record-keeping 

practices exist with respect to special access investments, it i s  l ikely that the RBOCs' regulatory 

books ofaccount also include costs for facilities that are no longer in service. The continuing 

property records :iudits also demonstrated lhat the nature of the record-keeping errors was 

consistuntly biased toward including items that should have been excluded, rather than the other 

way around. Accordingly, i t  is far inore likely that the embedded investmcnt costs recorded in 

ARMIS represent an over.w7jement o f  actual plant i n  service, thereby further contributing to the 

highly conservative characler o f  the Friedlander ROR figures. 

75. 'l'hc consistent upward trend in  the RBOCs' rates o f  return for  special access also tends 

to belie their objections regarding the reliribil ity ot'the ARMIS  data. Even i f there are allocation 

errors i n  ARMIS, the RBOCs have offered no  evidence to suggest that whatever misallocalions 

might actually be present, if any, are anything other than consistent f rom year to year. 7he 

presence o f  any systematic bias in the data may impact the accuracy o f  individual data points, 

I 24. /YY8 Biennid Regulrilory Review ~~ Review ofDepreciaiion Reguiremenls.Ji,r Incumbent 
l.ocal Exchunge Cbrriers; Anierilech Corporarion Telephone Operaring Companies ('onrinuing 
Property Record5 Audit. et. 01.. GTE Telcphone Operaring Companies Re1ea.w of Information 
Ohrained During .loin1 Audir. CC Dockets 98- I37 and 99-1 17, A A  D File No. 98-26. released 
Apr i l  3. 2000, FCC 00-1 19. a t  para. 15. 
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but as long as Ihe misallocation bias is systematic over time, the (rends revealed through an 

cxarnination o f  multiple years‘ results wi l l  s t i l l  provide an  accurate picture o f  ongoing market 

dynamics. Although therc i s  inevitably some subjectivity involved in allocating costs that cannot 

be direclly assigned. the methodology itself, and hence the resulting allocations, do not fluctuate 

significantly from year to gear. Thus, if competition for special access services were actually 

constraining prices ns Ihe RBOCk contend, the KOR for special access would tend to decrease 

over time. Hut i t1  fxt  i t  i s  actually increu.ting, suggesting not only that price-constraining 

coinpetition i s  not present. hut that the extent o f  ongoing RBOC market power wi th  respect to 

these scrvices is growing. 

76. !:inally, suddcnly reking upon ARMIS  data, Kahn and Taylor have contended tho[ the 

orcrzige revenuc pcr linc Ibr specia l  access has actually been decreasing “by more than I% per 

yciir” during Ihc 1996-2001 periotl. M y  own rcview o f the  data suggests errors in the Kahn/ 

‘Taylor analysis. Based upon replicable A R M I S  data, the avcrage revenue per line. decreased by 

only two-lcriths of one percent over thc cntire period (a reduction in average annual revcnue per 

line of only 50.33). As I wi l l  disctiss in more detail below, usc o f  an average annual revenue per 

linc calculaled using DS-O cquivalents i s  seriously flawed, but even accepting the flawed Kahn/ 

Taylor evidcnce, Ihe data proves, rather than disproves AT&T’s allegations. At page 16 o f the  

Kahnilaylor declardtion, a t i y e  appears entitled “RROC Special Access Revenue per Special 

Access Line? Even a cursory review o f  that Figure reveals declining revenue per line amounts 

occurred during the period 1097-2000 ~ when the special access rates were s l i l l  generally 

suhiect tu pricc cops and the x-factor-driven annual reductions associated therewith - and that 

Ihcre has been a total reversal o f  that trend (recouping virtually al l  o f  the reductions during the 

prior four years) i n  the RBOCs’ revenues tor  2001 ~ I h e  lirst fu l l  year during which any o f  the 

RHOCs had pricing flexibility for Special Access Services.Izs 

125. RellSouth, the tirst RROC‘ to apply for and be granted pricing flexibility, approved 
(continued ...) 
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2ooo - 2001 - 1996 - 1997 - 1998 - 1999 - 
$3.464.545 $4,312,543 $5,536.133 $7,141.094 $9,591.843 $12,450.913 
$2,721,593 $3.275.870 $3.404.629 $3,988,276 $4,780,293 85,050,329 
$5.682.447 $6,373,074 $7,149,592 $8,440,569 $10,462,621 $12.242.494 

7.8% 9.7% 17.9% 22.6% 28.4% 37.5% 
22,067,774 26,260,133 33.999.156 48,708,169 65.451.767 79,470,270 

$445.552 8617.253 $1.279675 $1,906,740 $2.967.064 $4,590,506 

77. Moreover, assuming (as Kahn and Taylor do) for sake o f  argument that the analysis of  

an average “revenue” per line based upon DS-0 equivalents has any validity, then one should be 

able to examine the average “investment” and average “expense” per line as well. As Table 14 

l ~ l o ~ v  reveals, during the 1996 to 2001 period in which average revenue per line declined by  

only two tenths of percent. average invcstinent and average expense per line each declined by  

;ilinost hall’, Review of those “average” per line results for those three categories more than 

proves A-l&’l ’ ‘s in i t ia l  point. Dur ing the 1996 to 2001 period, while the average revenue per line 

dropped only $0.33 from $157.00 to $156.67, the average expense per line dropped by  $59.78, 

I rom $123.33 to $63.55, and the average investment per line dropped by $103.45, from $257.50 

lo S I  54.05. Overall, the results demonstrate that by 2001, the net return, per DS-0 equivalent 

access line hat1 climbed h y  mure than 185%, from the $20.79 o f  1996, to $57.76. 

Chanse 
19962001 

259.4% 
85.6% 
115.4% 
930.3% 
378.2% 
260.1% 

I 

$15700 
$123.33 
$257.50 
$20.19 

(a) Revenues (‘203) 
(b) Expenses (OOO) 
(c) Ne1 investment (OOO) 
(d) Ne1 return 
(e) Rate of Return (dc)  

(g) Revenues per line (dl 
(h) Expenses per line (M 
(I) lnvestrnenl per line (di 

$164.22 $162.83 $146.61 $146.55 $156.67 -0.2% 
$73.04 $63.55 4.5% 

$242.69 $210.29 $173.29 $159.85 $15405 4.2% 
$124.75 $100.14 $81.88 

$23.51 $37.64 $39.15 $45.33 $57.76 186.1% 

I Table 14 

Financial data from ARMIS 4301, Column S, Rows 1090, 1190. 1910,1915. and 19M. 
Lines are counted in terms of voice-grade equivalents. from ARMIS 4308. royv 910. cdumns K and L 

125 (...conlinued) 
authorit) at the end of2000. BellSouth Petition for Pricing Flexibility for Special Access and 
Dediwted Transport Services. CCB/CPD No. 00-20, Memorandum Opinion and Order, I5 FCC 
Rcd 21588, (Dec. 15.2000). 
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7X. Moreovcr, translating A R M I S  data into DS-0 equivalent lines, as Kahn and Taylor have 

doiie. results in n t lnwcd analysis. I t  is highly l ikely that the higher-capacity special access 

wrvices, a t  the DS-3 and OC'n IcvcIs, have experienccd disproportionately greater growth than 

lowcapaci ty I S 0  and DS-I services. Since the effcctive price per DS-0 equivalent channel i s  

lower i n  these higher capacity services. their l ikely disproportionate growth readily explains the 

apparent drop in DS-0 equivalent price levels (revenue per line). The more appropriate 

comparison, ol'courre, i s  a like-for-likc price change for the Some capacity service. And as 

Tables I through 4 above clearly dcmonstratc, those prices in areas subject to Phase 11 pricing 

l lcx ib i l i ty  havc been on the rise over the period since pricing flexibility became effcctive. 

I'erformancc data reported under  ARMIS shows cont inuing problems in special access 
w r v i r e  quali ty. 

79. Finally. in their declaration, Kahn and 'Taylor take issue with A ' I & T ' s  observation that 

Lhc RHOCs are not heing constrained by competition to improve the quality o f the i r  special 

IICCCSS services provisioning."" In particular, they claim that A R M I S  data show a steady 

improvement in  RBOC special acccss scrvice provisioning between 1996 and 2001. Kahn and 

Taylor's analysis appears to be based on trouble reports per voice gradc cquivalent line, which 

incans that the succcssfuI provisioning of an order involving one OCn circuit offsets many 

unsuccessful prov is ion ing of lower bandwidth spccial access lines. A more realistic picture can 

bc obtaincd by  looking at  trouble repoits for special access service based on the "total number o f  

orders or circuits," as shown in A R M I S  report 43-05. When these data i s  analyzed, the picture 

o f  consistent improvcmcnt presented hy  Kahn and l a y l o r  evaporates. As shown in the attached 

table (Attachment 2 to this Declaration). some KBOCs have done betler than others. However, 

Ainerilech, which reports by f i r  thc best pcrforinance, reports a n  anomalously high number of 

"orders or circuits" for the 2000 to 2001 period (three to four times as many as in the four prior 

126. Kahnl'l'aylor Decl., at  16-17 

. 
ECONOMICS AND 

= TECHNOLOGY, INC. 



Kcply Dcclaration of Lee I_. S e h y n  
I<M N o .  10503 
Jmuarv 23. 2003 
Page si 01 00 

I 

2 

3 

3 

5 

6 

7 

years). hh ich  could account. at leahi in pmt, for the apparent improvement in i t s  trouble report 

pcrcentages. Without thcsc recent Ameritech numbers, RHOC trouble reports as i i  percentage of 

orders or circii its rose substantially from 1998 to 2001. In any event, even a consistent record o f  

having trouble r e p o r t  on inore than ha l f  o f  all orders i s  hardly a commendable performance and 

i\ consislent w i lh  the conclusion presented by Ordovcr and Wi l l i g  that the RBOCk are not 

conctrained by competitive forces wi th  respect to their service quality for special access services. 

e 
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2 Ixlief. 

rhc toregoing hlatements are true and correct to the best o f  my knowledge, inlormation and 

LEE L. SELWYN 
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Attachment 1 

Statement of Qualifications 



Statement of Qualifications 

D R .  LEE L. SELWVN 

I l r .  Lee L. Sclwyn has been actively involved in the telecommunications field for more 
Ilian twenLy-five years, and i s  a n  iiiternitlionally recognized authority on telecommunications 
regulation, economics aiid public policy. Dr .  Selwyn Ibuntled the firm of Economics and 
Technology, Inc. in 1972, and has served as i t s  President since that date. H e  received his Ph.D. 
degrcc from [lie Alfred P. S h i n  School o f  Managcnient at the Massachusetts Instilute of Tech- 
nology. I l e  a lso  holds a Master o f  Science degrcc in Industrial Managcment from MIT and a 
Biichelor cil' Arts degree with honors in Economics from Queens Collcge of the City University 
01' Ncw Yolk. 

Dr. Sclwyn has testified ;IS an expert on r a w  design, service cost analysis, form of 
rcgul;ition, and oilier telecoininuniciitionc policy issues in telecommunications regulatory 
proceedings before some fony state commissions, the Federal Comniunications Commission and 
[l ie Caiiadian Radio-television :ind Telccoiiiiiiunications Commission, among others. He has 
Lippcxed a s  a witness on behalf of commercial organizations, non-profit institutions, as well as 
local, slate md federal governincnt :iutlioritics responsible for Ielecomtnunicatiuns regulation and 
coi iwmer advocacy. 

He has scrvcd or i s  now serving :ih a consultant to numerous state ulil it ies commissions 
including those in Arizona, Minnesota, Kansas, Kentucky, the District o f  Columbia, Connecticut, 
California, Del;rw;ire, Maine, M;rss;rchusetts, New Hampshire, Vermont, New Mexico, Wisconsin 
and W;ishiiigton State, the Off ice o f  ~elecoinrnunicatioi is Policy (Executive Off ice o f  the 
Prcsidcnt), thc National Tclecominunications and Information Administration, the Federal 
C o ~ i i ~ i i ~ n i c a t i o n s  Commission, the Canadian Radio-television mid Telecommunications 
Commission, the l ln i ted Kingdom O l l i ce  of Telecommunications, and the Secretaria de 
Cointinic;iciones y Tranhportes of the Republic of Mexico. He has also served as an advisor on 
~elccommunications rcguliitory matters to the International Cominunicalions Association and the 
Ad Hoc Telecornniunicntions Users Coiiiniiltee, :is well  3s to a number of major corporate 
telecclniintinications users, information services providers, paging and cellular carriers, and 
spcci;rliaed access services carriers. 

Dr. Selwyn hnspreseiited testimony as an invited witness before the U.S. House of Repre- 
scnt:iti vcs Subcommittee on Telecornmiinications, Conauiner Protection and Finance and before 
thc U.S. Senate Judiciary Committee, on subjects dealing with restructuring and deregulation of 
portioiis o f  the telecommunications industry. 

I n  1970, he was awarded a Post-Doctoral Rebearch Grant i n  Public Ut i l i ty  Economics 
under a program sponsored by the Aincricnn Telephone and Telegraph Company, to conduct 
rescarch on the economic effects of telephone rate structtires upon the computer time sharing 
industry. T h i s  work wiis conducted a t  Harvard Univeraity's Program on Technology and Society, 

a t  Ihe College o f  Business Aclininistriition a t  Boston University f rom 1968 unti l  1973, where he 
t;ltlzhl courses in  economics, tinance and management information systems. 

where I ~ C  W;IS appointed as a Research Associate. Dr. Selwyn was also a member of [he faculty 
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D r .  Lee L. Selwyn Statement o f  Qualifications 

Dr. Selwyn has published numerous papers and articles in  professional and trade journals 
on tlic subject uf  Leleconiniuniciitions bcrvicc regulation, cost methodology, rate design and 
pricing policy. These have inclutled: 

“Xaxes, Corporate Financial Policy and Return to Investors” 
Narioriul Tax YoLIrnoI. Vvl. XX, No.4, December 1967. 

“Pricing ‘Telephonc Tcr in i i id  Equipment Under Competition” 
I’ublic. U/ili/ir..v For/n ighr ly ,  December 8, 1977. 

“Deregulation. Competition, mtl Regulatory Responsibility i n  the 
Telecoinmuiiications Industry” 
Preseriled ut the I974 Rate Sjriiyosirim on Problems of Regulured Industries 
Sponsored by: The Amrricun Utiiversity, Foster Associares, Inc., Missouri 
Puhlic Service G,inmi.\sion, Uiiiversiry o f  Mi.ssouri-Columbia, Kansas City, 
M O ,  February I I ~ 14, 1979. 

“Sifting OUI Ihe Economic CO\IS of Terminal Equipment Services” 
Telephone Engitirer cmd Muriagement, October 15, 1979. 

“Usage-Sensitive Pricing” (with G. F. Borton) 
(a thrce part series) 
Telephony, January 7, 2X, February I I, 19x0. 

“Perspectives on Usage-Sensitive Pricing” 
Public Urili/ic.y FortnightI.v, May 7, I98  I 

“Diversification, Deregulation, nnd lncrcased Uncertainty in  the Public Ut i l i ty  
Industries” 
COIII~IPII I .T Presmtrd ut rhe Thirrecwth Atinfucil Conference of the Institute of 
Public U/ili/ip.s, Williamshurg, V A  - Dccenlber 14 - 16. 1981. 

“Local Telephone Pricing: Is There ;I Better Way?; The Costs of LMS Exceed 
i t s  Benefits: a Report on Recent U.S. Experience.” 
Proceedings o f  ci coi ferencc held at Montreal, Quebec - Sponsored by  
Crtriudiun Racfio-Television und Telecommurlica/ions Commissiorz and The 
Cen/re for  tlzc Smdy of Regulured Indusrries, McCill Universiry, May 2 - 4, 
1984. 

“Long-Run Regulation of AT&T: A Key Element of A Competitive 
Telecommunicdfions Policy” 
Telematics, August 1984. 
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Dr.  l.cc L. Selwyn Statement of Qualifications 

“Is Equal Access ;in Adcquate Justification for Removing Restrictions on BOC 
Di vcrsi f icahr ’ ! ”  
Pre.scw/ed or /he  ltI.srirLtr~~ o j  Publi(. Utilities Eighreenrh A n n d  Conference, 
Williamsburg. V A  - Dccclnber X ~ IO, 1986. 

“Markct Powcr and Competition Undcr an Equal Access Environmcnt” 
Prrscwled ( 1 1  rIw Si.~rwnrh Annirul Conference, “lmpacr of Deregulurion and 
Mctrket Forre.r on Pnhlic Uiiliries: 7he Furure Role of Regulalion” 
Imrrirulr of Puhlir, Ufi / tr ic , ,s ,  Mid t igan  .Crure UniverJiry, Williamsburg, VA ~ 

December 3 - 5, 1987. 

“Contestable Market\:  Thcory vs. Fact” 
Pf-escwcd ut /he Con/eretwe on Curreiil I.ssrres in Telephone Regulations: 
Dvminunc.r and L’o.sr AllnrmIiotr in Into-c’xchungr Markets - Center for  Legal 
wid Reguluroiy Srudie.\ Drpurrnzetn of Munugemenr Science and Informarion 
Sy.slem.v - C;t.adu~rrt, Srhool of’ Bu.rine.ts, University of‘ Textis a/ Austin, October 
5. 1987. 

“The Sources :md Exercise of Market Power i n  the Market for lntcrcxchange 
‘relecoinmuiiic;ltioii\ Serviccs” 
I’rvscwrcd ut rhe Ninc tcwirh  Annnul Confircnce - “ A l ~ e m a ~ i v e s  to Tradirional 
Keguhtion: Oprions /iw Rckwin” ~ lnsriiure of Public U/ilities, Michijiun Slure 
Uniwr,riry, Will ianshurg, VA, December, 1987. 

“Assessing Market  P o w e r  and Compctition in  The Telecornmunications 
Industry: Toward :in Empirical Foundation for Regulatory Reform” 
Fderul  Comtnrrniuirions L(JW Journul, Vol. 40 Num. 2, Apr i l  1988. 

“A Perspective on Price Caps :is :I Substitute for Traditional Revenue 
Requirements Regulation” 
Prc.smtrd ( 11   he Tivoi/ic,rh Annuul Corifc8rcm-e - “New Regulatory Concepls, 
/.ssuos and Cun~t-ovc’t-tie.s ” - frrsrirute of Public Ulilifies, Michigan S m e  
(lniversiry, Williainsburg, V A ,  December, 1988. 

“The Sustainability of Conipetition i n  Light  of New Technologies” (wi th  D. N. 
Townsend and P. I). Kravtin) 
Prrscnred 
Michigun Slurp Uniivr,rily, Williamsburg, VA, December, 1988. 

“Adapting ‘Telecorn Regulation to Industry Change: Promoting Development 
Withour Coniprumising Ratepayer Proreciion” (with S. C. Lundqujst) 
/ E E E  Commiinirurion.s Mogozinr. January, 1 989. 

rhe Twnrierh Annuul Conference - Instirule of Public Uri1iiie.s 
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Dr. Lee L. Selwyn Statement o f  Qualifications 

“The Role of Cost Based Pricing of Telecommunications Services in  thc Age 
of Technology and Competition” 
Presenred i l f  Nu/iotiul Rr,qulufor.y Rr.seari:h hr.y/i/u/e Cbjerrnce ,  Seattle, July 
20, 1900. 

“A Public Good/Private Good Framework for ldentifying POTS Objectives for 
the Public Switched Network” (wi th Patricia D. Kravtin and Paul S. Keller) 
Columbus, Ohio: Nm/iontt/ Regulu/ory Rr.sruro:h Insfituw, September 1991. 

“Telecommunic;itions Regulation and Infrastructure Development: Alternative 
Models for the Public/Priv;rte Partnership” 
Prryur~d  j o r  /he Economic Symposium of /he Infemu/ionul 7elecommunic.ufiuns 
Union Enropc 7rlecom ‘92 Conferencr, Budopest, Hungary, October 15, 1992. 

“Efficient 1nfr;rstructure Dcvclopment and the Local Telephone Company’s 
Role in  Coinpctil ive Industry Environment” Presented ut /he Twrn/y-/;our/h 
Annnul C‘onli,t-encr. Insfila/e of Puhlir Ulilirres, Gruduote School of Busine.c..r, 
Michigom ,Stme Uniwr,ri/y, “Shij/ing Bounduries hcjtween Regulation and 
Compelifion in T(,lec.ommanicii/ion.r and Energy”, Williamsburg, VA, 
Dccernher 1902. 

“Me;rsurement of Telecoinniunications Productivity: Methods, Applications and 
Limilntions” (wi th Franqoise M .  Clottes) 
P I - C S P I I / P ~  111 Org~mi.srt~ion fat. Economic Coopero/ion and Developnren/, 
Workitzg Purry on Telrcommunicufion und Irlformution Setvices Policies, ‘93 
Confrrence “Ikfininy Petjiormunce lndicolors jor Compe‘ilive 
~e/rcommunic( /r i~~t~.r  Morkels”. Piiris, Frunce, February 8-9, 1993. 

“Telecommtrnications Investment and Economic Development: Achieving 
efficiency and h;il;ince ainoiig competing public policy and stakeholder 
interests” 
Presenred U I  /he IOS/h Annuul Convenrion and Regulafory Symposium, 
Nu/ionol Associu/ion of Regula/ory Ufility Commissioners, New York, 
November 18, 1993. 

”The Potential for Competition in the Market for Local Telephone Services” 
(wi th Ddvid N .  Tovmrend and Paul S .  Keller) 
F‘rc,scn/ed nr (he Or,quniznlion ,for Economic Cooperution und Developmenr 
Work.chop on Telerommunicurion Irifru.s/ruc/ure Comperirion, December 6-7. 
1903. 

“Market Failure i n  Open Telecoinmunications Networks: Defining the new 
iiatural inonopoly,” Uiiliiie,~ Policy, Vol. 4, No. I ,  January 1994. 
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Dr. Lee L. Selwyn Stiiteinent of Qualifications 

Tho Endnrin~ Lou i l  Bolrlerieck: Monopoly Power uiid rhe Lord Exchunge 
<‘uri.icj:s, ( w i t h  Susan M. Gately, et al )  a report prepared by ET1 and Matfield 
Associates, Inc. for A T & I ,  MCI and CornpTel, February 1994. 

C,’ornmcJi-ciul/y Fcwihlc, h’e.\u/e of Loco1 Telecominunicarions Services: An 
hseiitiul ,Step iw rhc ‘Ti.w.vuiun 10 Effrt.rive Loccil Competition, (Susan M 
Gately, et al) a report prepared by ET1 for ATKrT, J u l y  1995. 

“Efficient Public Investment i n  Telecommunications Infrastructure” 
/mu/ Econornic.s, Vol 7 I ,  No.3, August 1995. 

Funding Univur.sul Sur-vi i .e:  Maximizing Pmcrrurion und E’jiciency in u 
Cornperilive L ~ J c ~  Srri,ic c Enviroiinwnr, Lee L. Selwyn with Susan M. 
Baldwin, under the direclion of Donald Shepheard, A Time Warner 
Coinmunications Policy White Paper, September 1995. 

Slranded /ncc.\~mc,n/ r i d  rho N e w  Rqulorory B u r g h ,  Lee L. Sclwyn with 
Susan M. Baldwin, under the direction of Donald Shepheard, A Time Warner 
(:oiiimuiiications Policy Whitc Paper, September I995 

“Market Failure in  Open Tclcc[,ininunications Networks: Delining the new 
natural monopoly,” i n  Networks ,  Injra.rtruclnre, and the New Tusk for 
Krgularion, by Werner Sichel and Dona1 L. Alexander, eds., University of 
Michigan Press, 1996. 

/:.slsltrhli.uhing E~fecriw Locol Ex( /zmge Cornperition: A Kecommeiided 
Approach Bused Upon (111 Ancrlysis of /he Uiri/ed Srares Experience, Lee L. 
Selwyn, paper prepared for  the Canadiaii Cable Televisioti Association and 
filed as eviileiice in  Telecotn Public Notice CRTC 95-96, Local Interconnection 
iind Network Conipoiieiil, J a n u a r y  26, 1996. 

The Cost of Univri-sul Scri’ice, A Crirical Assessmrnl of /he Benchinurk Cos/ 
Modrl, Susan M. Baldwin with Lee L. Selwyn, a report prepared by Econoinics 
kind Technology, Inc. on behalf (if the National Cable Television Association 
and subinitted with Coniinents in  FCC Docket No. CC-96-45, April 1996. 

/<coriomic Coii.vic1rrurioiis in  the Evtrlr~u~ion of Alterni21ive Digitul Television 
Proposals, Lee L. Selwyn (as Economic Consultant), paper prepared for the 
Computer Industry Coalition on Advanced Television Scrvice. filed with 
coinments iii FCC MiLl Docket No. 87-268, In the Matter of Advanced 
Television Sysleins and Their Impact Upon the Existing Television Broadcasr 
Service, July I I .  1996. 

a 
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Ur Lee L. Sclwyn Statement of Qualifications 

/\.v.w\sing lnc.unihrrii 16C Cloinis lo Spec.ia1 Revenue Recovery Mechanisms: 
l < t ~ i w n i t ~  [)p/~[)t.t~iiii/i[,.s, marker i~ssessrnrnts, and furlher empirical analysis of 
the " C h p "  hetwerw c,mhe&led cmdfonvard-look in^ cosls, Patricia D. Kravtin 
;ind Lee L. Sclwyn, I n  the Matter of Access Charge Reform, in  CC Docket No. 
96-262, January 2Y, 1997. 

Thc 1Jsr of Fonvurd-Looking Economic Cost Proxy Models, Susan M. Baldwin 
iind I.ee L. Selwyn, Economics and Technology, Inc., February IY97. 

The E[ficr of Inlornet Use On The Nation's Telephone Network, Lee L. Selwyn 
and Joseph W. L:is/lo, a rcport prepared for the Internet Access Coalition, July 
22, 1997. 

K r , q i r l o r o r y  Trrcwttncwt of II.EC Ope,-urions Support Systems Costs, Lee L 
Selwyn. Economics and Technology, Inc., Septeniber 1997. 

The "Conne(.t i~.ul  I<xpcrience" wi lh  Telecommunicutions Cornperilion: A Case 
in Gcl t i i ig  ic Wronx, Lee I~_ Selwyn, Helen E. Golding and Susan M. Gately, 
Economics and Technology, Inc., February 1998. 

Where Hnvr All The Nurnhers Gone.?: Long-rerm Area Code Relief Poliries 
uncf the Need J.r Short-rerm Reform, prepared by Economics and Technology, 
Inc.  for the Ad Hoc Telecomniunications Users Committee, International 
C'Oiiimunic:itions Association, March 1998, second edition, June 2000. 

nrokrn Pi.otizI'.ws: A Rrvirw of Bell A/lantic-Petznsylvania's Performance 
Undr,r Chapter 30, Lee L. Selwyn, Sonia N. Jorge and Patricia D. Kravtin. 
Economics and Technology, lnc., June 1998. 

Buildinfi A Broadhtnrd Arnericu: The Competilive Keys to the Fulure of the 
Intrrrtet, Lee L. Selwyn, Patricia D. Kravtin and Scott A.  Coleman, a report 
prepared for the Competitive Broadband Coalition, M a y  1999. 

Rringirig Broadband to Rural America: Investmen! and Innovation In rhe Wake 
( ! / l he  Tulocum Aci, Lee I>. Selwyn, Scott C. Lundquist and Scott A.  Coleman, 
ii report prepared for the Competitive Broadband Coalition, September 1999. 

Bringing Local Telephone Cornperition lo Massachuserls, Lee L. Selwyn and 
Helen E. Golding, prepared for The Massachusetts Coalition for Competitive 
Phone Service, January 2000. 

.%ihsu/izin,# !he Bell Monopdies: 
I/ndeminiiig 7 ~ ~ / r c o t n ~ ~ i u 1 i i ~ ~ u r i o i i s  Compelition, Lee L. Selwyn, Apnl 2002. 

H o w  Governmet11 Welfare Programs are 
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Dr. Lee 1.. Sclwyn Statement of Qualifications 

Dr. Sclwyi i  has been an invited speaker at numerous seminars and conferences on 
lelecoinmunic;tliotr~ regulation and policy, including meetings and workshops sponsored by the 
Niitional TeleCoIiiiiiunic3tiOns and Information Administration. the Nolional Association of 
Kegiilatory Uti l i ty Coinnrissioncrs, the U.S .  General Services Administration, the Institute of 
Public Utilities ;it Michigan Statc University, the National Regulatory Research lnstituie nt Ohio 
State University, thc Harvortl Univei.sity Program on Information Resources Policy, the Columbia 
University Institutc l iw  Tele-l~iform;ition, the International Conrmunications Association, the Tele- 
Coinmunic;itions Associatinil, thc Western Conference of Public Service Commissioners, a t  the 
New Englnnd, Mid-Aincrica, Souihern and Western regional PUClpSC conferences, as wel l  as 
;it iiiiiiierotis confcrcnces and workshops spoiisored by individual regulatory agencies. 
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ATTACHNENT 4 

MSAs With Full Pricing Flexibility for Special Access 
(Phase II Flexibility) 

AKRON OH 
ALBUQUERQUE NM 
ANCHORAGE AK 
AUSTIN-SAN MARCOS TX 
BELLINGHAM WA 
BINGHAMTON NY 
BOISE CITY ID 
CHAMPAIGN-URBANA IL 
CHARLESTON WV 
COLORADO SPRINGS CO 
CORPUS CHRIST1 TX 
DAVENPORT-MOLINE-ROCK ISLANDIIA-IL) . IA 
DECATUR IL 
DES MOINES IA 
DOVER DE 
DUBUQUE IA 
EUGENE-SPRINGFIELD OR 
FARGO-MOORHEAD ND MN MN 

FLINT MI 
FORT WAYNE IN 
GRAND RAPIDS-MUSKEGON-HOLLAND MI 
HAGERSTOWN MD 
HOUSTON TX 
IOWA CIW(IA) 
KANSASCIW MOKS KS 
KANSAS CITY [MO:KS] : MO 
LITTLE ROCK-NORTH LITTLE ROCK AR 
LYNCHBURG(VA) 
MADISON WI 
MEDFORD-ASHLAND OR 
MEDFORD.ASHLAND(OR) 

FARGO-MO~RHEADIND-MN] : ND 

MILWAUKEE-WAUKESHA Wl 
NEWARK NJ 
NORFOLK-VIRGINIA BEACH-NEWPORT NEWS 
OKLAHOMA CITY OK 
OLYMPIA WA 
OMAHA (NE-IA) . NE 
OMAHA(NE-IA) - IA 
PARKERSBURG-MARIETTA(WV-OH) - WV 
PHOENIX-MESA AZ 
PORTLAND-VANCOUVER (OR-WA) . WA 
PORTLAND-VANCOUVER (OR-WA) -OR 
READING(PA) 
RICHMOND-PETERSBURG VA 
ROANOKEWA) 
ROCHESTER(MN) 
ROCKFORD(IL) 
SALT LAKE CITY-OGDEN UT 
SAN ANGELO(TX) 
SAN ANTONIO TX 
SAN JOSE CA 
SPOKANE WA 
SPRINGFIELD IL 
ST. CLOUD(MN) 
ST. LOUIS (MO-IL) - MO 
STAMFORD-NORWALK CT 
TOPEKA KS 
TULSA(0K) 
VINELAND-MILLVILLE-BRIDGETON(NJ) 
WILLIAMSPORT PA 
WILMINGTON-NEWARK DE MD) DE 
WILMINGTON-NEWARK(bE-MD) :MD 
YAKIMA(WA) 

(VA-NC) - VA 



MSAs with Partial Pricing Flexibility for Special Access 
(Phase I) 

ALBANY-SCHENECTADY-TROY NY 
ALLENTOWN-BETHLEHEM-EASTON PA 
ALTOONA(PA 

ATLANTA GA 
BALTIMORE MD 
BATON ROUGE(LA) 
BILOXI-GULFPORT-PASCAGOULA(MS) 
BOSTON (MA-"). MA 
BOSTON(MA-NH) . NH 
BRIDGEPORT CT 
BUFFALO-NIAGARA FALLS NY 
BURLINGTON ) 

CHATTANOOGA (TN-GA) - TN 
CHICAGO IL 
CINCINNATI (OH-KY-IN) - OH 
COLUMBUS OH 
DALLAS TX 
DAMONA BEACH FL) 

DENVER CO 
DETROIT MI 

AMARILLO Tx) 

CHARLOTTE-~sTONiA-ROCK HILL (NC-SC). NC 

DAnON-SPRiNGFLiELD OH 

ERIE(PA) 
EVANSVILLE-HENDERSON(1N-KY)- IN 
FORT COLLINS-LOVELAND(C0) 
FORT WORTH-ARLINGTON TX 
GAINESVILLE FL 
GREELEY(C0) 
GREENSBORO--WINSTON-SALEM--HIGH POINT NC 
HARRISBURG-LEBANON-CARLISLE(PA) 
HARTFORD CT 
HONOLULU HI 
HUNTINGTON-ASHLAND(W.KY-OH) - W 
INDIANAPOLIS IN 
JACKSON(MS) 
JACKSONVILLE FL 
KALAMAZOO-BATTLE CREEK MI 
KNOXVILLE TN 
LAKE CHARLES(L4) 
LAKELAND-WINTER HAVEN FL 
LANCASTER PA) 

LOUISVILLE (KY-IN) . KY 
LUBBOCK(TX) 
MANCHESTER (NH) - NH 

L o s  A N G E L L O N G  BEACH CA 

MELBOURNE-TITUSVILLE-PALM BAY FL 
MEMPHIS (TN-AR-MS) - TN 
MIAMI FL 
MINNEAPOLIS-ST PAUL (MN-WI). MN 
MONROE(LA) 
MONTGOMERY(AL) 
NASHVILLE TN 
NEW YORK NY 
NORFOLK-VIRGINIA BEACH-NEWPORT NEWS(VA 
ORLANDO FL 

%%&%iL/P!-NJ{ - NJ 
PHILADELPHIA PA-NJ -PA 
PITTSBURGH PA 
PORTLAND(ME) 
PORTSMOUTH-ROCHESTER (NH-ME) . NH 

PROVIDENCE-FALL PORTSMOUTH-ROCHESTER("-ME) RIVER-WARWICK . (RI-MA). ME 
PROVO-OREM UT 
PUEBLO(C0) 
RALEIGH-DURHAM-CHAPEL HILL(NC) 
SACRAMENTO CA 
SALEM OR 

RI 

-NC) NC 



MSAs with Partial Pricing Flexibility for Special Access 
(Phase I) 



MSAs Without Pricing Flexibility 

KENOSHA WI 
KILLEEN-TEMPLE(TX) 
KOKOMO(IN) 
LA CROSSE(W1-MN) 
LAFAYElTE LA 
LAFAYETTE(IN) 
LANSING-EAST LANSING MI 
LAREDO(TX) 
LAS CRUCES(NM) 
LAS VEGAS NV-AZ 
LAWRENCE MA-NH 
LAWRENCE(KS) 
LAWTON(0K) 
LEWISTON-AUBURN(ME) 
LEXINGTON KY 
LIMA OH 
LINCOLN(NE) 
LONGVIEW-MARSHALL TX 
LOUISVILLE(KY-IN) 
LOWELL MA-NH 
MACON GA 
MANSFIELD(0H) 
MCALLEN-EDINBURG-MISSlON(TX) 
MEMPHIS TN-AR-MS 
MERCED(CA) 
MIDDLESEX-SOMERSET-HUNTERD( 
MINNEAPOLIS-ST. PAUL(MN-Wl) 
MOBILE AL 
MODEST0 CA 
MONMOUTH-OCEAN NJ 
MUNCIE(IN) 
MYRTLE BEACH(SC) 
NAPLES(FL) 
NASHUA NH 
NASSAU-SUFFOLK NY 
NEW BEDFORD(MA) 
NEW HAVEN-MERIDEN CT 
NEW LONDON-NORWICH(CT-RI) 
NEW ORLEANS(LA) 
NEWBURGH(NY-PA) 
OAKLAND CA 

3N NJ 

TERRE HAUTE IN 
TEXARKANA(TX-AR) 
TRENTON NJ 
TUSCALOOSA(AL) 
TYLER(TX) 
UTICA-ROME(NY) 
VALLEJO-FAIRFIELD-NAPA CA 
VENTURA(CA) 
VICTORIA(TX) VISALIA-TULARE-PORTERVILLE(CA) 

WAC0 TX 
WASHINGTON DC MD VA W) 
WATERBURYLT . 
WAUSAU(W1) 
WHEELING WV-OH 
WICHITA FALLS(TX) 
WICHITA KS 
YOLO(CA 

YOUNGSTOWN-WARREN OH 
YUBA CITY(CA) 
YUMA(AZ) 

YORK(PA1 

-ES(CA) 


